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The Need for an Industrial Production Program as 
» Basis for Sound Price and Employment Policies. 


Louis H. Bean 
Agricultural Adjustment Administration 


In the statement we presented before the 
National Industrial Recovery Board at its recent hearings on Price Policies of 
the Codes, we attempted to call attention to the basic interrelationships be- 
tween an agricultural and an industrial program that would make for nisher 
standards of living of wage earners, farmers and other economic groupse Our 
central theme, which we wish to emphasize again to-day in connection with the 
employment provisions of codes, was that if the various economic groups of the 
country are to regain and exceed their pre-depression standards of living, the 
country as a whole would have to produce much more than it is now producing, and 
in that way wipe out unemployment and increase the exchange of goods and services 
between the farm and city populations and between the various groups of the 
urban population. 

It seemed to us that only as we developed a clear cut direct production 
program could we see in proper perspective the major policies that should govern 
the prices of raw materials, the wages and earnings of labor and the costs of 
other services in production and distribution. The practical difficulties of 
any one manufacturer or any one industry undertaking single~handed the obviously 
desirable program of producing more, of employing more, of adding more to the 
standard of living of the wage earner and the farmer, lead us to suggest the need 
for coordinating the policy of the various industries and agencies in making 
decisions with respect to volume, hours of employment, wages and prices that are 
now scattered through many codes and that should be developed from the point of 


view of the community as a whole. 1491-35 
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Just as a concern over details of price »olicies alone without regard to 
volume and purchasing power of wage earners and consumers is a very indirect 
and ineffective means of industrial recovery, so a concern over details of wage 
el hour policies to the exclusion of the central objective of reemployment and 
increased output, will delay full recovery. his applies as well to policies of 
sharoly reduced maximum hours whicn merely divides a small volume of work among 
a larger number without creating a greater volume of total production. 

The avoidance of that delay is of vital importance to the agricultural 
adjustment »vrogram and to the maintenance of such stimlating effect as the 
improved farm situation has had on industry. Farm prices by the end of 1934 
had returned to the prewar level but a substantial part of that rise was the 
result of the drought. A further advance has taken place during the past four 
weeks due to a sharp curtailment in livestock slaughter. In view of more 
normal crop prospects for 1935 and in view of the larger acreages under the 
adjustment contracts for 1935, these advances will be lost unless industrial 
activity and factory payrolls are increased vigorously to suoport the present 
level of agricultural prices. Furthermore, noticias that tend to raise prices 
to the producer whether they are due to increased manufacturing costs brought 
about by too sharp a reduction in hours or to distribution costs, tend to 
widen the gap between farm and city prices, wnich from the standnoint of 
stability need actually to be brought closer together. If a lowering of the 
farm price and farm income level should take »lace during 1935, because 


additional industrial recovery is not present to prevent it, it would of 
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necessity weaken the position of those industries that have in 1933 and 
1934 been able to produce and sell more for the farm market, and unemoloyment 
in those industries would tend to develop. 

The kind of balance between agriculture and industry that we need to be 
aiming at is one first, where farmers not only supply the normal requirements 
for those who have been able to afford an adequate food budget but also a more 
adequate food consumption for those who have in prososerity and in depression 
lived on food budgets below adequate health standards; and secondly, where 
industry produces in abuntance the things which make for a higher standard of 
living of both wage earners and farmers. The contribution of an agricultural 
program toward general recovery and stability-is »vroduction for adequate 
consumption and such exoort demand as can be secured without jeopardizing the 
longtime standards of farm life. Rea cmrten as the Sagit and controlling factor 
is the limited demand for food and clothing closely approximating the growth 
of our populetion, the aericultural program should not aim at sharply increased 
output except as opportunities are created for filling the void in areas of 
substandard consumption. The chief effort over the next year or two will be 
to restore the balance between feed crops and livestock production where the 
drought has created unusual shortages. The industrial program mst, however, 
center around a sharp increase in production, first to regain the physical 
standards of 1923-1929 and then to surpass them in line with the possibilities 


of technological progress. 
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Industrial production in December 1934 was 38% below 1929, 
agricultural production processed was "% belowe For the entire yenr, 
industrial output was 43% below 1929 and agricultural products pro= 
cessed 13% The reverse situation prevailed in prices--agricultural 
prices were 38% below 1929 during the year 1934 and 31% below in 
Pecenber, while industrial prices were only 13.5% below. 

Industrial production in 1934 was higher than in the early. 
months of 1933, about as much higher as was employment, though the 
farger number employed worked fewer hours per veek. These facts 
are cited here because they should serve as e background for your 
consideration of proposals for further reducing sharply the numbcr 
of hours per week. ‘The methematics of the situation seems to us 
fairly simple; such in fact that any general reduction in hours 
rancid per week so sharp that it could not be offset by technological 
improvements, would tend to raise costs and prices, restrict sales 
end thus tend to reduce’ production rather thin increase it. Unless 
there is a wide prefit margin to absorb it, a general reduction in 
hours worked can only increase cost and prices, and result in lover 
sales and part time employment. ‘Workers buying power should go up 
as omployment and production are increased; attempts to secure more 
for workers from immediate generally higher wages per hour are likely 
Eo defeat their own objective by tending to rrise costs of living. 
Furthermore, a general application of this principle of forcing 
recovery by having more people engn&ed on the same jobs without at 
the same time providing for more production, can make little headway 
in giving additional employment in those arexrs where the bulk of 


the unemployment prevails. -In those industries where activity is 
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sas 
Siiail only a fourth or a third of whet it was formerly, the re- 
duction in hours would have to be enormous if any substantial 
number were reemployed and the little work shared among them, 
There is no guarantee outside of a definite effort at increased 
production that more houses and more goods would be produced. In 
fact, it is in these low employment industries where prices have 
remained relatively high and an increase in costs would merely per~ 
petuate low volume, unless of course there clearly exist technological 
possibilities and opportunities for reducing margins. If such do 
exist in specific industries, the way to utilize them for the common 
good is not by a general application of a principle, irrespective 
of the widely varying conditions among the industries, 

As. we view the broad aspects of the agricultural and industrial 
recovery program and their interdependence, we cannot lose sight of 
the obvious fundamental that the welfare of all concerned arises 
from producing the things we need and from the ability to get thot 
production equitably distributed. The laborer wants a full week's 
work for most of the year, the farmer wants to plant his acres to 
supply the city population with adequate supplies ef food and 
clothing materials. Both need such yearly carnings as will permit 
a full exchange of products between them. That ample exchinge of 
products and services would not be promoted by inordinately high agri- 
cultural prices with production cut ee belew normal. It is not 
promoted by holding on to relatively high industrial prices and 
letting employment and production go to bottom levels, It is not 
promoted by relatively high transportation charges with freight 


cers moving back and forth half empty. It is not promoted by 
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relatively high rents or higher building costs with only one building 
going up where five are needed. It is not promoted by time cards 
punched five days a week with only a half day's work to do and only 
a half of a pay envelope to show for it at the end of the week. 
In each of these contrasts, substance is missing: that substance 
is an industrial program of production around which the problems 
of prices, wage rates, hours of employment, and profit margins can 
be bulanced in the interest of speedy recovery, the course of which 
for the 0 ape continue to be measured in output, employment 
and balanced distribution. 

In our previous statement before the Board, we indicated 
thet there is ample justification in our economic history as to 
trends in production, prices, real wages and profits, for the 
empnasis we place on the restoration of industrial production at 
least in line with the relatively higher level of agricultural pro- 
duction and the restoration of agricultural prices in line with 
industrial prices. Balance attained by going in that direction has 
always in the long run meant an increase in real wages to our workers 
and an increase in the purchasing power of farmers. This has been 
true over the past century, it was true in our latest prosperity 
period 1923-1929 and it was true even in the moderate recovery of 
the-past two years, except that in the past two years the advance 
in the farmers standard of living has risen more from the much lower 
level to which it had fallen in 1932 than did the purchasing power 
or all wages and salary payments. The purchasing power of all wages 
and salaries per capita which in 1929 were 125% of the prewar 


average had declined. to 91 in 1932 and 1933, and in 1934 was back 
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only to the prewar level. The purchasinz power of farm income per 
capita available for goods that make up his standard of living which 
was 99% of the prewar average in 1929, fell to 54% in 1932 and by 
1934 had been restored to 77%. 

Neither the standard of living of farmers nor the standard 
of living of the large body of wage and salary employces can be re~ 
stored to their 1929 levels if codes continue to be written and code 
andi labor authorities continue to administer them largely without 
much regard to the effects of policies unter one code on the welfare 
of related industries. Individual manufacturers cannot by themselves 
make the necessary reductions in costs ana prices; but all manu- 
facturers involved in supplying the several basic products for a 
given finished article, and all sales and distribution agencies 
involved in the handling of tat article, would have lower overhead 
costs from the resulting increased volume an could afford to engage 
in programs of increased output. If some means were available to 
secure concerted joint action of all agencies directly or indirectly 
involved in the fe py and sale of our basic industrial com- 
modities, the greater efficiency of output in terms of costs would 
permit increased sales, wide reemployment and increased industrial 
profits at tne same time. The building industry, for example, offers 
opportunities for much needed concerted action, for lower prices, 
selling costs and larger output taken by all the agencies and labor 
groups contributing to any stage to the vroduction of a finished 
housee These steps wouli make possible exceedingly important increases 


in volume of activity and employment. 
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What is needed then is aohie way of coordinating the policy 
making gecietons now distributed through many codes so as to insure 
that price, wage, production and distribution policies are established 
from the point of view of their effect upon the activity and welfare 
of the community as a eae rather than from the point of view of 
the narrow interest of each small segment of each industry. Especially 
should this mean an increase in real purchasing power of the workers 
annual wage earnings, as well as an increase in the real income of 
the community as a whole. These must be the results of a program 
of increased production, for it is no single item, be it prices, 
rates, hours, or even money incomes but rather the balanced relation- 
ships among them which constitutes our ability to purchase and con- 
sume goods and really determine our physical standards of living. 

In our earlier report, we pointed out that "there are mnie 
different ways in which this coordination of fundamental key policies 
could be obtaineds, (1) by coordinating committees, bringing to- 
gether the key industrial administrators and the code authorities 
and labor representatives, for each group of codes related to a 
particular final product or products (as autos or houses); or (b) 
by inter~code authorities, with similar jurisdiction as suggested 
above, but with definite legal responsibility for approving individual 
code policies before they become effective; or (3) by a governmental 
planning agency cooperating with the code authorities and labor 
representatives in developing coordinated plans, and backed by 
administrative support in seeing that policies of individual codes 


and code authorities complied with those plans. 
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"But regardless of the form of organization, it is essential 
that means be found by which the organization of industry can be 
made to work so that production is increased$3 costs are lowered 
without reducing payrolls; selling margins and prices are reduced 
so that there is a market for the increased output; and unemployed 
workers are absorbed on a steadily increasing cycle of exvansion. 
Inly in some such way can our potential productive power bé put to 
work to produce the things so many of us need so badly; or can we 
permanently restore the productive power and the buying power of 

he city workers, so that they can again afford to buy the full and 
adequate production which farmers are eager to produce and selle 

"The alternative policy would be to go back to deflation 
and ruthless competition, to equalize all prices downwards, and so 
again after a new period of chaos and suffering make full production 
possible. Even then we would face the probability of only short 
lived prosperity followed by another debacle. 

"Hach day that ten million workers, in city unemployed and 
workers on farms, go without real work, the labor of 80 milli6én 
man-hours is lost for all time. That is the greatest waste of the 
entire depression. We must work out the necessary readjustments in 
our economic machine, in our balances of agricultural and industrial 
prices, of agricultural and industrial production and agricultural 
and industrial standards of income and living conditions. These 
balances are necessary in order to turn loose the abundant man-power 
for the production of the things we all need and for really progressing 


out of this depression on a permanent basis." 
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One final remark. The hearings that have been conducted so 
far on price and employment provisions of the codes indicate the 
complexities of efforts to bring about industrial revivals ur 
suggestion that the emphasis be placed on expanded production programs 
instead of on the minutiae of price and wage questions does not mean 
shifting to an area of fewer complexities nor does it mean that the 
price and wage problems will not also have to be dealt with. Pro- 
gress, however, will be greater and speedier if we apply our ingenuity 
closer to the center of our objectives than if we continue to deal 
with the problems on the periphery. ‘Ye all kmow that piece-meal 
tinkering with a distorted fender or a weak horn will not start up 
an engina or get the traveler to his destination. In fact, there 
is reason to believe that given a production program well thought 
out ne coordinated as between the several major basic industries, 
employment, wage and price problems would ee less complex and less 
difficult of solution, for they could then be viewed more clearly 
in terms of their specific contribution to the recovery program. 
In a sense, we are merely arguing for an extension of industrial 
cooperation, the beginnings for which groundwork has been laid during 
the past year and a half. In that broader area of cooperation, 
prices, wages, hours, volume can be treated in the composite rather 
than as individual approaches to recovery. That broadening of 
industrial cooperation between firms, industries and service agencies 
is essential when ten million people want employmert for productive 
purposes and can't get it. It is essential if we are to bring about 
.a restoration of the general standard of living whether in the city or 


on the farm, whether for the wage earner, salaried employee or entreprensur. 
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